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Are Really 

. 'It’s clear as can be that the tax 

- jsqt battle of 1995 will be followed 
By an even larger debate over tax 

preform, in the 1996 presidential 
jJanipaign. The Republicans are 
_ Roping the tax issue still holds the 
.electoral magic it did in the Reagan 
.landslide year of 1980. President 
Clinton is countering with a more 
. modest tax cut proposal of his own, 

.‘while arguing that Republicans 
have gone overboard. 

The specifics of these plans de- 
, serve close inspection. But there’s 

• j an assumption behind this debate — 

' and especially behind the Republi- 
can rhetoric — that also needs to be 

’ tested. It is the belief that Ameri- 
t .tans are an overtaxed people. 

■ " Especially at this time of year, 

. when folks have just finished filing 
their income taxes, questioning that 

- assumption may seem effrontery. 

But thanks to an alert reader, 1 have 
Been prodded into doing just that. 

The Organization for Economic 
‘ Cooperation and Development 
(OECD) is a Paris-based intergov- 

- "feriimental agency that seeks to co- 
-ordinate the policies of 24 leading 

' • -Industrial countries — the United 
-’States, Canada, Japan, Australia, 

'New Zealand and 19 that span Eu- 

• 'tdpe from Iceland to Turkey. 

‘• It collects and publishes all kinds 
C xjf statistics, and the chart my cor- 
' respondent sent was its latest com- 
'“ pdation of tax data. The figures are 

- from 1991, but the broad conclu- 
«ions are still valid. The table com- 

' T^ffes total tax receipts — federal, 

'State and local — to the size of the 
-overall economy or gross domestic 
product (GDP). 

- Mn the United States, 29.8 per- 
' ctent of the GDP was siphoned off in 

- taxes. The OECD average was al- 
‘ most 9 points higher — 38.7 per- 

' cent. Only two of the 24 coun- 

■ tries — Turkey and 

- ’Australia — were fractionally lower 
'-Than the United States. 

■ The nations we think of as our 
’•main competitors — Japan, Germa- 
’ ny, Italy, France, Great Britain — 
were all higher than the United 
States, the margin ranging from 
. one percent in Japan to 14 percent 
1 m France. 

• ' -Similarly, with the top personal 
income tax rate: Ours was the 

■ fourth lowest of the 24, more than 


Overtaxed? 

11 percent below the OECD aver- 
; age. Keep this in mind the next time 
you hear a pandering politician tell 

- you that staggering taxes are de- 
. straying our savings capacity and 

* our competitive positional the 
world. 

. - ..Does that mean the tax system 
cannot be improved? Obviously not. 
The mix of taxes in the United 
States is quite different from other 

- countries. Compared with the 

i OECD average, a higher portion of 
| , our government revenues comes 

j '.from personal income taxes and So- 
I •- cial Security taxes and a significant- 

i ly, smaller portion from taxes on 
1 - goods and services. That certainly 

. suggests we have room to shift to a 
..-greater reliance on consumption 
taxes, as several of the long-term 
Republican proposals would do. 

>, At his Tuesday press conference, 
Clinton said he was open to consid- 

• ering the Republican “flat tax” idea. 

, Hg said, however, that he had seen 
: studies warning that a flat tax could 
4ie a boon to the wealthy and a bur- 


den to working families. Speaker 
Newt Gingrich and Senate Majority 
Leader Bob Dole have asked Jack 
Kemp to head a commission of ex- 
perts to refine the flat tax idea, and 


Some Republicans 
scream “ class 
warfare 99 whenever 
it’s suggested the 
affluent bear more 
of the tax burden. 

it is possible that some of the prob- 
lems can be addressed. But they 
cannot be dismissed. 

Some Republicans like to scream 
class warfare” whenever anyone 
says that the affluent should pick up 
more of the burden of taxes than 
those further down the income 
scale. But that is a subterfuge. 

As Keith Bradsher pointed out in 
a New York Times story last week, 
a host of studies shows that “rather 
than being an egalitarian society, 
the United States has become the 

most economically stratified of in- 
dustrial nations.” The top 20 per- 
cent of U.S. households get 55 per- 
cent of the after-tax income; the 
top one percent own nearly 40 per- 
cent of the country's wealth. The 
inequality of incomes and wealth 
has been growing, not declining. 

The same OECD table I cited 
earlier suggests how perversely the 
U.S. tax system affects this distri- 
bution. Although the overall tax 
burden here is 9 percent less than 
the OECD average, the average 
U.S. production worker with three 
dependents gets to keep only 81 
percent of his gross wages as take- 
home pay— almost 4 percent less 
than the OECD average. 

In other words, compared with 
the other advanced nations, the 
United States is well beiow average 
in the taxes we pay. But the tax bite 
for the average factory worker is 
above average. You don’t have to 
be a rocket scientist to know that 
the U.S. tax system has helped the 
top brackets amass their wealth. 
Saying that is not waging “class 
warfare.” It’s just recognizing re- 
ality. 



